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(4) Special rules for certain U.S. assets
and liabilities. Paragraphs (c)(2) (i) and
(ii), (d)(3), (d)(4), (d)(5)(iii), (d)(6)(iii),
(d)(6)(vi), (e)(2), and (e)(3)(ii), of this
section are effective for taxable years
beginning on or after June 6, 1996.

(j) Transition rules—(1) General rule.
Except as provided in paragraph (j)(2)
of this section, in order to compute its
dividend equivalent amount in the first
taxable year to which this section ap-
plies (whether or not such year begins
before October 13, 1992, a foreign cor-
poration must recompute its U.S. net
equity as of close of the preceding tax-
able year using the rules of this section
and use such recomputed amount, rath-
er than the amount computed under
§ 1.884–1T (as contained in the CFR edi-
tion revised as of April 1, 1992), to de-
termine the amount of any increase or
decrease in the U.S. net equity as of
the close of that taxable year.

(2) Installment obligations—(i) Interest
election. In recomputing its U.S. net eq-
uity as of the close of the preceding
taxable year, a foreign corporation
that holds an installment obligation
treated as a U.S. asset under § 1.884–
1T(d)(7) (as contained in the CFR edi-
tion revised as of April 1, 1992) as of
such date may apply the rules of para-
graph (d)(2)(iii) of this section without
regard to the rule in that paragraph
that requires interest or original issue
discount on the obligation to be treat-
ed as ECI in order for such obligation
to be treated as a U.S. asset.

(ii) 1987 sales by certain foreign cor-
porations. The E&P basis of an install-
ment obligation arising in connection
with a sale of property by a foreign
corporation described in section
312(k)(4), where such sale occurs in a
taxable year beginning in 1987, shall
equal the E&P basis of the property
sold as of the determination date re-
duced by payments received with re-
spect to the obligation that do not rep-
resent gain for earnings and profits
purposes, interest or original issue dis-
count.

[T.D. 8432, 57 FR 41651, Sept. 11, 1992; 57 FR
49117, Oct. 29, 1992; 57 FR 60126, Dec. 18, 1992;
58 FR 17166, Apr. 1, 1993, as amended by T.D.
8657, 61 FR 9338, Mar. 8, 1996; 61 FR 14247, Apr.
1, 1996]

§ 1.884–2 Special rules for termination
or incorporation of a U.S. trade or
business or liquidation or reorga-
nization of a foreign corporation or
its domestic subsidiary.

(a) through (a)(2)(i) [Reserved] For
further information, see § 1.884–2T(a)
through (a)(2)(ii).

(a)(2)(ii) Waiver of period of limitations.
The waiver referred to in § 1.884–
2T(a)(2)(i)(D) shall be executed on
Form 8848, or substitute form, and
shall extend the period for assessment
of the branch profits tax for the year of
complete termination to a date not
earlier than the close of the sixth tax-
able year following that taxable year.
This form shall include such informa-
tion as is required by the form and ac-
companying instructions. The waiver
must be signed by the person author-
ized to sign the income tax returns for
the foreign corporation (including an
agent authorized to do so under a gen-
eral or specific power of attorney). The
waiver must be filed on or before the
date (including extensions) prescribed
for filing the foreign corporation’s in-
come tax return for the year of com-
plete termination. With respect to a
complete termination occurring in a
taxable year ending prior to June 6,
1996 a foreign corporation may also sat-
isfy the requirements of this paragraph
(a)(2)(ii) by applying § 1.884–2T(a)(2)(ii)
of the temporary regulations (as con-
tained in the CFR edition revised as of
April 1, 1995). A properly executed
Form 8848, substitute form, or other
form of waiver authorized by this para-
graph (a)(2)(ii) shall be deemed to be
consented to and signed by a Service
Center Director or the Assistant Com-
missioner (International) for purposes
of § 301.6501(c)–1(d) of this chapter.

(a)(3) through (a)(4) [Reserved] For
further information, see § 1.884–2T(a)(3)
through (a)(4).

(a)(5) Special rule if a foreign corpora-
tion terminates an interest in a trust. A
foreign corporation whose beneficial
interest in a trust terminates (by dis-
position or otherwise) in any taxable
year shall be subject to the branch
profits tax on ECEP attributable to
amounts (including distributions of ac-
cumulated income or gain) treated as
ECI to such beneficiary in such taxable
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year notwithstanding any other provi-
sion of § 1.884–2T(a).

(b) through (c)(2)(ii) [Reserved] For
further information, see § 1.884–2T (b)
through (c)(2)(ii).

(c)(2)(iii) Waiver of period of limitations
and transferee agreement. In the case of
a transferee that is a domestic corpora-
tion, the provisions of § 1.884–2T(c)(2)(i)
shall not apply unless, as part of the
section 381(a) transaction, the trans-
feree executes a Form 2045 (Transferee
Agreement) and a waiver of period of
limitations as described in this para-
graph (c)(2)(iii), and files both docu-
ments with its timely filed (including
extensions) income tax return for the
taxable year in which the section 381(a)
transaction occurs. The waiver shall be
executed on Form 8848, or substitute
form, and shall extend the period for
assessment of any additional branch
profits tax for the taxable year in
which the section 381(a) transaction oc-
curs to a date not earlier than the
close of the sixth taxable year fol-
lowing the taxable year in which such
transaction occurs. This form shall in-
clude such information as is required
by the form and accompanying instruc-
tions. The waiver must be signed by
the person authorized to sign Form
2045. With respect to a complete termi-
nation occurring in a taxable year end-
ing prior to June 6, 1996 a foreign cor-
poration may also satisfy the require-
ments of this paragraph (c)(2)(iii) by
applying § 1.884–2T(c)(2)(iii) of the tem-
porary regulations (as contained in the
CFR edition revised as of April 1, 1995).
A properly executed Form 8848, sub-
stitute form, or other form of waiver
authorized by this paragraph (c)(2)(iii)
shall be deemed to be consented to and
signed by a Service Center Director or
the Assistant Commissioner (Inter-
national) for purposes of § 301.6501(c)–
1(d) of this chapter.

(c)(3) through (f) [Reserved] For fur-
ther information, see § 1.884–2T (c)(3)
through (f).

(g) Effective dates. Paragraphs
(a)(2)(ii) and (c)(2)(iii) of this section
are effective for taxable years begin-
ning after December 31, 1986. Paragraph
(a)(5) of this section is effective for tax-
able years beginning on or after June 6,
1996.

[T.D. 8657, 61 FR 9341, Mar. 8, 1996]

§ 1.884–2T Special rules for termi-
nation or incorporation of a U.S.
trade or business or liquidation or
reorganization of a foreign corpora-
tion or its domestic subsidiary (tem-
porary).

(a) Complete termination of a U.S. trade
or business—(1) General rule. A foreign
corporation shall not be subject to the
branch profits tax for the taxable year
in which it completely terminates all
of its U.S. trade or business within the
meaning of paragraph (a)(2) of this sec-
tion. A foreign corporation’s non-pre-
viously taxed accumulated effectively
connected earnings and profits as of
the close of the taxable year of com-
plete termination shall be extinguished
for purposes of section 884 and the reg-
ulations thereunder, but not for other
purposes (for example, sections 312, 316
and 381).

(2) Operating rules—(i) Definition of
complete termination. A foreign corpora-
tion shall have completely terminated
all of its U.S. trade or business for any
taxable year (‘‘the year of complete
termination’’) only if—

(A) As of the close of that taxable
year, the foreign corporation either has
no U.S. assets, or its shareholders have
adopted an irrevocable resolution in
that taxable year to completely liq-
uidate and dissolve the corporation
and, before the close of the imme-
diately succeeding taxable year (also a
‘‘year of complete termination’’ for
purposes of applying this paragraph
(a)(2)), all of its U.S. assets are either
distributed, used to pay off liabilities,
or cease to be U.S. assets;

(B) Neither the foreign corporation
nor a related corporation uses, directly
or indirectly, any of the U.S. assets of
the terminated U.S. trade or business,
or property attributable thereto or to
effectively connected earnings and
profits earned by the foreign corpora-
tion in the year of complete termi-
nation, in the conduct of a trade or
business in the United States at any
time during a period of three years
from the close of the year of complete
termination;

(C) The foreign corporation has no in-
come that is, or is treated as, effec-
tively connected with the conduct of a
trade or business in the United States
(other than solely by reason of section
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